e The State of New Hampshire
= v DEPARTMENT OF ENVIRONMENTAL SERVICES

Thomas 5. Burack, Commissioner

April 1, 2008

The Honorable Candice Bouchard. Chairman
House Public Works and Highways Commitiee
].enislative Office Building, Room 201
Concord, New Hampshire 03301

Re:  Senate Bill 322 - relative to licensime reguirements for small guantity biodiesel
producers and distributors and prohibiting the sale or delivery of biodiesel not meeting the
ASTM standard

Diear Chairman Bouchard and Members of the Commitiee;

The Department of Environmental Services (DES) 18 writing in support of Senate
RBill 527 relative to the licensing requirements for hiodiesel producers and distributors and
to fuel quality requirements.

Biodiese] 1s a domestically produced, cleaner burning. renewable diesel fuel
replacement derived from animal or vegetable oil, Biodiesel is not straight vegetable oil or
animal fat. but rather is produced from these products through 2 chemical process called
‘wypansesterification” whereby the glycerin is separated from the oil. Biodiesel is most
commonly mixed with petroleum diesel fuel in hlends of 20% biodiesel to 80% petroleum
diesel (referred to as B20) or lower. bur can also be used in 1ts neat form, B 100, in warmer
months. orat lower blends such as a 5%, or B3 blend. Biodiese! can be blended with
either transportation diesel fuel or with heating oil and in this latier use the blend is termed
“bioheat™.

In the 2006 legislative session, House Bill 689 established the Biodiesel Study
Commission. The Commission met numerous times between July-and November 2007. A
final commission report, issued in November 2007, outlined 16 specific recommendations
to promote the production, distribution, and use of biodiesel in New Hampshire. The
Executive Summary of that report and list of recommendations is attached to this letter.
Implementation of two of the recommendations, to ensure biodiesel sold in New
Hampshire meets stringent fuel quality standards ( recommendation #3). and to make 1t
easier for small producers and distributors o participate in the biodiesel market
(recommendation #4), is the purpose of Senate Bill 322. Producers. distributors, and users
of biodiese! throughout the state provided input 10 the Biodiesel Study Commission,
helping the Commission Lo draft the two referenced recommendations, and helping o pass
this legislation through the NH Senate.

To ensure environmental benefits are achieved from use of the fuel and 1o protect
diesel engines and pumps, biodiesel must be produced to strict industry specifications
established by ASTM International. the same organization that has established fuel quality
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specifications for diesel fuel, heating oil. pasoline, and other petroleum fuels, Failure 1o
meet the ASTM International fuel quality standurds may cesult in fuel that hay variable
smissions characteristics ar thal may Lause damage lo diesel engines and equipment.

Passage of this bill would directly support two key snitiatives of Governor Lynch.
The 75 % "25 Initiative calls for 1504 of New Hampshire's energy 0 come from renewable
resources by 2025, Increased use of renewable biodiesel will be 2 key strategy in meetng
{his poal, The second iitiative is the work being done by the recently extahlished Climate
Change Task Foree which is charped with updating the State’s Climate Change Action
Plan and establishing targets for future reductions in greenhouse pas emissions. Again,
low carbon renewable fuels such as bindiese] will play an important role in actions
developed under this Plan.

To help achieve thess rencwable energy and climate change coals the state must
support the creation of @ tocal supply of, and in-state distribution infrastructure for,
biodiesel by reducing the reguiatory burden on small quantity producers and distributors.
And in doing s0, it 18 imperative that we continue to protect the public from negative health
impacts from criteria pollutants and negative economic impacts that may be caused by low
quality fuel. Senale Bill 522 accomplishes both of these 1asKs.

Thank you again for the opportunity 1o comment ot Senate Bill 522, Please call
Febecca Ohler, Supervisor of the Mobile Source Section, at 2716749, or me at 271-2958,
if you have any questions of would like further information,

Sincerely, .
)

Thontzs S Pufack
Commissioner

ce: Senator Harold Janeway
Sepator Jack Bames
Rep. David Borden



Executive Summary

Hiodiesel is o renswable, cleaner burning, domestically produced diesel fuel
replacement. Biodiesel s olten blended with petrolenm diesel 1n vanous concentrations L
fuel diesel vehicles and to warm homes and businesses 1 the winter as heating oil {bioheat).
An example of & common blend s B20, o mixture of 20% biodiese] and 80% petroleum
diesel.

Produging hiodiese] is i fairly simple process and involves reacting vegetable o1l or
animal fat with an aleohol such as methanol or ethanol. The reuction produces biodiesel and
the by-produet alveenn for which there are various markets. A variety of oils and fats can be
used in the progess, including oil extracted from crops such as soybeans or su nflower seeds,
fats derived from animal processing, and recyeled restaurant oils and greases, Appendix A
contains addinonal detat] on the production of biodiesel.

In 2004, the citizens of New Hampshire spent over §710 million on diese! fuel and
heating oil, with approximacely 5600 mililion of that leaving the state. Praliminary estimates
show that nearly $60 million could have been retained in-state 1f the diesel fuel consumed had
been B20 and the heating oil consumed had been B3, with all biodiesel production occorring
and all of the associated feedstock grown in New Hampshire, Further analysis, which took
into account the additive economic effects of this in-state production, indicated that up 1o 212
new jobs could be created, with a 5210 million increase o the state’s gross domestc produst
(GDP) and & 58.5 million inerease in-state revenues'

Al the present lime, the production of biodiese! primarily relies upon vegetable oils
derived from crops. It is important that any expanded use of cropland to support biodiesel
feedstock praduction be done in a sustainable fashion that does not degrade the environment.
In addition, policy makers need to be cognizant of the potential pressure that such feedstock
production can have upon food supphies and prices.

There are many significant benefits associated with the use of biodiesel including:

« Renewable energy utilization (crops, wasle grease and animal fats) that resules in:

Less reliance on {oreign ol

o

%

Gireater fuel diversity, thereby improving supply and price stability of energy

Reduced greenhouss gas emissions

L)

e Economic opportunity for New Hampshire farmers o grow production feedstocks
and developers Lo manufacture the biodigsel in-state, thereby boostng the state’s
eConomy

' Ome ol the sssumptions used 1o derive these economic benefits, that all feedsiock would be producsd im-state, 5
fuirly speculative at this point 25 sufficient available farmland does not exst in the state 1o grow the necessary
crops. However, research 1s onpaing into thetechnology of producing feedstock oif frim algae, which is atbe 10
produce & {or greater amount of oil 10 2 given area than zan grops. I addition, waste grease. tallow, ind anmal
fats are 2lse vizhie feedstock, though stll limited inoguanlity.
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e Air emissions reductions from digsel engines, furnaces and boilers. Use of biodiesel
reduces enussions of hydrocarbons, surbon monoxide, carbon dioxide, sulfur
compounds, and particulate matter, thereby henafiling public health and the
environmenl

o  Business cost avoidance by gxtending diesel cngme life and reducing maintenancs
due o the fuel’s greater lubricity and cleaner bum

Biodiese! shows greal potential to mprove tie lives of New Hampshire's citizens
Examples of same of the various positive outcomes that could be expected from its adopted
use include:

% A farmer cuts diesel fuel and heating oil costs by more thar half by making biodiesel
from eraps grown on the farm and using it for farm operations,

o A school district drastically reduces the fine particulate emissions from its huses and
furnaces, thereby protecting the health of all students, teachers, and staff.

% State government Creales & healthier work environment, lowers maintenance costs, and
increases the longevity of its diesel Engines.

% A new home-grown. srate-produced hiodiesel industry develops which contributes
significantly to the vitality of the state’s economy.

% Tandfills and municipal water systems experience reduced Impasts from waste Srease,
with over 2.1 million gallons diverted from these facilities to hindigsel produstion
facilities in the state.

All of these positive oulcomes e possible by increasing production and use of
hiodiese] in New Hampshire. The Commission identified several barriers that currently
‘nhibit the greater supply and use of biodiesel in New Hampshire, These include potentially
higher cost, & lack of awareness regarding the henefits of using biodiesel and moheat,
inadequate local supply in areas where demand exists, an unfavarable regulatory environment
for small distributors, lack of state or regional production facilities, and the need for
additional research and investment 1t use of local crops, algas, and waste grease 48 bindiesel
feedstock, The recommendations helow are mtended to address some of the barriers
identifiad, The Commussion further proposes (o continue 1ts work for annther yeat.
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Recommendations

Srate Government Transportation Fuel. The State of New Hampshire should lead by
example by uilizng biodiesel blends in all state-owned diesel vehicles. To ensure wider
use of biodicsel blends the New Hampshire Department of Transpartaton (NH DOT)
should purchuse only diesel Tuel that comtaine at least 5% biodiesel (BS) for diswibution at
all sie-owned fueling depots. This obligation should apply when biodiesel is available,
and provided there 15 no additional financial burden to the state, Use of 20% biadiesel
(B20) is recommended in areas where it is available and all vehicles refueling at o given
NH DOT fueling depot are able 1o use the fuel (based on age of vehicles and engine
compatibility), All biodiesel shall meet the fuel standard in recommendation #3 below,

egistation should be introduced during Lhe 2008 session to implement this
recommendation.

State Government Heating Oil. The State of New Hampshire should lead by example
by utilizing a 3% biohear fuel (B5)1n all state owned buildings which currently use #2
heating oil. As biadiesel blends become available for #4 and #6 fuel oils, state buildings

sated with such fuel types should also be required Lo use BS. This obligation should
apply when bioheat is availuble, and provided there is no additional finaneial burden to the
state. Bioheat should be defined by statute to refer o heating oil blended with biodiesel
mesting the fuel standard specified in recommendation #53 below, Legislation should be
introduced during the 2008 session 1o implement this recommendation.

Fuel Standard, Use of biodiesel as & motor vehicle fuel that does not meet ASTM
International's D675 standard is illegal under the provisions of the Clean Air Ac
Amendments of 1990, In addition, fuel not meeting this standard can cause damage to
engines and other equipment 1n which it is used. Legislation should be introduced during
the 2008 session Tequiring any biodiese] sold in New Hampshire meet ASTM D671 {or
any future standard that supersedes 1), and granting the New Hampshire Diepartment of
Safery (NH DOS) authority t ensure compliance with the standard.

Small Quantity Generators. Licensing requirements for small quantity biodiesel
producers and distributors should be eased by exempting them from having o obtam 2
surety bond. Legislation should be introduced during the 2008 session to Implement L
recommendation.

Grate Taxation. All motor vehicle fuel brought into or produced in-state 1s suhject 1o the
raad toll (fuel tax) unless the fuel is colored with an identifying dye that marks it as fuel ©
he used for non-taxable purposes (e:g. heating oil, off-road equipment, marine fuel, etc.).
The required concentration of the dye s established by federal law. New Hampshire Jaw
is st up to mirror federal law and currently requires that this dyve be injected at &
mechanized fuel distribution facility (known as “at the rack™. Smaller distributors and
producers in the state who do not have this ability to dve al the rack have to pay the road
toll on their product even if it is sold [or a non-taxahle purpese. This puts them at a
compelitive disadvantage. Federal law is being revised w aliow for dying “Below the
rack™ by manually adding dye to a fuel Lo reach the required dye concentration, NWH DS,
who is responsinie for the collection of the road toll, should adopt as soon as reasonably
pussible any federal tax provisions thar allow Tor “below the rack” dying of biodiesel,
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Continuation ol the Commission. The Biodiesel btudy Commission mes seven lmes
from Juby 31, 2007 throush the end of Oictober. In this short ume the Comrmission Was
able to draft several Concrele recommendations 4s proposed 1n this report, The
Commission alse recogmized thal increased use of renewable fuels such as biodiesel 15
critically important to the Qrate's environment, pubhc health, economic viability, and our
gnergy security. Much work remains to be done Lo select proper measiivs thar will effect
asting resulis. Legislation should be introduced in the 2008 session 10 continue the work
of the Biodiese!l Study Commuission for an additional year with @ final report o the
Legislatare by November |, 2008, The legislation should s+dd additional members Lo the
coMMISSIOns: WO Tepresentarives from the patroleum distribution and marketing seclot,
one independant farm representative, one commercial biodiesel production renresentalive,
and one individual representing private investment interssts.

Children’s Health. Recognizing the incrsased valnerability of children to health impacts
from diesel exhaust, the Comrnission encouragess school distrcts o use bindiesel for
sehoaol buses and bioheat for schiool buildings that carrently use #2 heating oil, and o
enfarge anti-idling policies on school grounds. The Department of Environmental
Services (NH DES) should report on the use of Diodiesel and bioheat by schoal distrets Lo
the House Science, Technology and Energy Committee and the Senate Energy,
Environment and Feonomic Development Commitiee by September 1, 2009.

Road Toll. 1f the road tol] is raised in & future Jecislative session, the increase should
anly be apphed to that portion of & biodiesel hlend that is petroleum diesel. Similar action
by other states has had positive results in increasing use of altemative fuels. Some of the
incentives affered by other states arc shown in Appendix H.

Federal Tax Credits. Current foderal tax credits, offered under the Energy Policy Act of
2005 i support of increased praduction and blending of biodiesel, expire in 2008. The
ripling of biodiesel production and Use from 2005 to 2006 nationally correlates to this
federal tax incentive, The current New Hampshire Congressional delegation should be
made aware of the Imporance of this tax credit to the growth of & piodiesel industry 10
New Hampshire and how an extension of the credit would henefit New Hampshire
husinesses. To implement this recommendation the Granite State Clean Cities Coalition
(GSCCC), led by staff from WH DES, should ensure the delegation 15 informed of this
issue and is invited o meztings of the GSCCC, at which this issus and the findings and
recommendations of this Commission would be discussed.

NH Feedstock Production. Producing hiodiesel using home-grown Grops would provide
some dagree of eNeIgY independence and would direct dollars o straggling New
Hampshire farmers rather than having them flow out of state for purchase of petroieum
diesel and heating oil. Research should continug into identifving high yield strains of
silsead that can be grown in New Hampshire. Technical assistance should be provided to
farmers by the University of New Hampshire Copperative Exlension in producing such
crops. Funding should be sought to enable the Cooperative Extension to hire an
agronomist and & specialist who could head up & sustainable agriculture and appropriale
tachnolooy PrOZIanm as recommended in the September 2006 report from the Farm

LR o

Viahility Task Foree (SCR 1 - 2003), Cultivating Success on NH Furms; The New

Hampshire Farm Vighiliny Task Force Report



1 Local Farm Biodiesel Production. Farms use large quantities of diesel to power Lhen
farm cquipment and w heat their homes and other buildings. Current research has shown
that oilsesd cun be erown and erushed on New Hampshire [arms with the oil used 1o muke
the bindiesel onsite. The crushed meal becomes 2 nutritious feed for furm anmimals, 1ris
recommended thar the State support the pursuil of funds for ongoing farm-driven and
university research on the economics of tn-farm biodiese] production and methaods of
implamentation.

12 Biodiesel from Alpae. Microalpas may bea valuable source of hiodiesel feedstock oil,
The algae lechnalogy combines wastewaler treatment, fuel production and production of
nitrogen rich fertiliver. 1015 recommended that the State support the pursuit of funds by
the UNH Biodiesel Group to continue and expand their algal feedstock research,

|7 Biodiesel from Waste Grease, The burden ol grease trap waste on mumicipal water
supply providess and landfills in the region is increasing. ASMT D675 certified
hiodiese] can be produced from both yeliow and brown (grease trap) waste grease”. A
coneurrent and separate study commission that is specifically studying issues relative 1o
hrown grease (HB 1373, Chapler 161, Laws of 2006) has conservatively cstimated the
potential generaton ot 2.1 million gallons of brown grease in e stale. Estimates for
vellow grease are aboul the same. at 2 million gallons annually. The Commission
recommends that the state support the diversion of yellow and brown grease waste from
disposal facilities w foel production facilities as production sites become available.

14 Animal Waste Produets as a Source of Biodiesel Feedstock. Biodiesel can be produced
from animal fat. The State of New Hampshire has onlv one slaughterhouse and no
remaining rendering plants, although there is erowing interest in locully raised meal. The
Commission recommends that the Department of Agriculture, Markets, and Food review
ways that regional slaughterhouses and rendering plants can be encouraged,

|5, Renewable Portfolio Standards (RPS). In the 2007 legislative sess10n. an RPS was
astablished for the electricity sector. A side provision of the legislation required the
Office of Energy and Planning to study the concapl of applying an RPS requirement to
thermal energy uses in the state. Bioheal would be a pessible qualifying renewable. An
avenue should be found for exploring the possibility of establishing 2 transportation RPS
program where renewabies such as biodiesel could be promoted in the rransportation
sector as well,

16, Clean Cities Initiative. Discussion and promotion of biodiesel usage should gontiniie as
part of the wark dong by GSCCC. The Commission requests that GSCCC make biodiesel
discussion an pgends item in at least two of the next four guarterly stakeholder meetings
and to invite to the megtings all members of this Commission, the House Science,
Technology, and Energy Commitiee, the House Environment and Agricaliure Committee,
and the Senate Energy, Environment and Economic Development Commniities, As time
and resources allow, GSCOC is reguested to help implement the recommendations of this
Commission,

* Wational Renewszble Ensegy Lahorutory, K .Shaine Tyson, Brown Gredss Feedstovks for Biodiesel, June 1%,
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